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INTRODUCTION 


The contributions to this symposium are concerned with the economic 
processes which are involved in the development of a region which possesses 
specialized and to some degree, atypical growth characteristics. These 
characteristics are examined from several economic points of view and 
are also related to the need to satisfy changing social conditions in the 
widely separated communities which are located through the northern 
part of North America. 


Mr. Anders comments on the problem of introducing elements of a modern, 
mechanized economy manned by skilled, imported workers, to territories 
handicapped by a sparse population, by a large proportion of unemployed, 
unskilled indigenous labor and bearing the resource status of an under- 
developed region. These characteristics pose an economic dilemma which 
he considers in the light of Keynesian theory. 


Professor Stahl constructs an intriguing model, involving certain rather 
precise criteria, which he applies to community planning on a regional 
basis. He is concerned with the development of ’’a spatial equilibrium model 
that would yield an optimum mix of activities .. . within a defined region.” 
His objective is the creation of stable northern settlements within the limi- 
tations of one particular category of resourced-based community. 


Professor Hippler examines northwest Alaska as a specific case study in 
regional development. He focuses his paper on the effects of the introduc- 
tion of gross cultural change on the indigenous population and he analyzes 
some of the demographic implications of this change. 


Dr. Rea considers the nature of investment inhibitors which operate in 
regional development and he applies these factors to the question of 
economic growth in the north. He also indicates that these same factors 
are related to the evolution of political forms within the isolated and under- 
developed regions of the Canadian Northwest Territories. 


Taken together, these four papers comprise a strong case for the need of 
further critical research in the human dimensions of economic development 
policy in the northern part of North America. The illustrative materials 
drawn from both Alaska and northern Canada add comparatively to the 
theoretical aspects of the symposium. The papers also demonstrate the need 
for further emphasis on sophisticated, long-range planning since mistakes 
in economic development in a fragile environment can prove to be both 
costly and irreversible. 


| am grateful to Mr. A.D. Hunt, Director of the Development Branch, 
Department of Indian Affairs and Northern Development, for having 
chaired the session on short notice in place of his colleague Dr. T.F. Wise, 
who was unexpectedly unable to attend. 


J.Jameson Bond, Chairman 
Human Resources Sessions 
Nineteenth Alaskan Science Conference. 


NORTHERN INDUSTRIAL DEVELOPMENT AND THE RELEVANCE 
OF ‘KEYNESIAN’ POLICIES ON UNEMPLOYMENT* 


G. Anders** 


Into any consideration of northern industrial development intrude two 
obstinate facts that characterize the present employment situation in the 
Northwest Territories. One of them is the extremely high degree of native 
unemployment and the other the high degree of mechanization — as com- 
pared with some other underindustrialized areas — of work carried out by 
southern agencies. The latter is, of course, accompanied by high wage rates 
for skilled southern operators.(1) As most of these workers do not really 
want to live in the north, a third related phenomenon is the extremely high 
rate of turnover among them in spite of the high wage rates. An actual or 
prospective entrepreneur or employer in the north at present sees initially 
a situation in which low native productivity combines with very high wage 
expectations. Southern Canadian labour of higher productivity has to be 
imported. It must be paid very high wages because the types of skills re- 
quired are scarce everywhere, because the people possessing them are par- 
ticularly hard to attract into the north and to keep them in the north. 
These high labour costs lead to a high degree of mechanization, that is high 
per capita capital investment and an operation so characterized requires a 
high proportion of highly skilled operators in its labour force. These again 
require a high incentive to come north — the circle is closed — and the na- 
tive, now lagging behind not only in marginal productivity at a relatively 
unskilled level but also in skills, remains excluded. In this context, ‘skill’ is 
used in a sense encompassing attitudes and motivations as well as purely 
mechanical aptitudes. 


The problem of native unemployment can only be solved ‘on site,’ it is con- 
tended, if in addition to existing training programs, present or prospective 
employers in the north can be assured of freedom in the setting and if ne- 
cessary the changing of wage rates, and if long term and large scale welfare 
schemes are excluded as solutions. Entrepreneurs require freedom from 
pressures that might tend to force them to pay for any considerable period 
of time to a large proportion of their labour force wages significantly in ex- 
cess of their productivity. Flexible wage rates, combined with a progressive 
labour policy, as advocated for the United States by Sylvestor Petro(2) 
could in the north as elsewhere eliminate so-called involuntary unemploy- 
ment, which is the only type which poses a problem. In fact, unfortunately, 


*Comments on an earlier draft of the paper by Professors W.H. Hutt and W.P. Gramm, both of the 
Department of Economics, Texas A&M University are gratefully acknowledged. 


**G. Anders was formerly Head, Area Economic Survey Section, Northern Administration Branch, 
Department of Indian Affairs and Northern Development, Ottawa. Now pursuing graduate studies at 
the Department of Economics, Texas A&M University, College Station, Texas. 


most policies directed at this problem still appear to be dominated by the 
concepts of expanding purchasing power largely through welfare payments, 
of stimulating investment directly through public works and of large scale 
economic planning. 


These are basically “Keynesian” policies to combat unemployment, and, 
indeed, in much current discussion, frequent reference is made to the term. 
In general, the most important defects in these Keynesian policies should 
be realized, particularly the pernicious effects of artifical wage rate in- 
creases imposed from outside the market. The Keynesian system has been 
comprehensively and conclusively refuted.(3) As far as the unemployment 
problem of the north is concerned, however, whether one accepts the re- 
futations or continues to believe in “Keynesian Economics,” the essential 
point to be understood is that Keynes’ General Theory is simply irrelevant. 


Throughout his work, Keynes is speaking of a highly developed economy, 
not of conditions prevailing in an undeveloped, pre-capitalist one, as charac- 
teristic of traditional Eskimo and Indian society. Moreover, in Chapter 18 
of the General Theory, he enumerates at last the assumptions underlying 
his analysis. In the context of the General Theory he assumes as given, that 
is disregards effects and consequences of changes in, “existing skills and 
quantity of available labour, the existing quality and quantity of available 
equipment, the existing technique, the high degree of competition, the 
tastes and habits of consumers, the disutility of different intensities of la- 
bour .... the social structure... .”’ But changes in those factors, often 
very massive changes, are the very characteristics of what is happening 
throughout the north, perhaps we can say even the essence of its unem- 
ployment problem. 


In view of the above, one might be justified in summarily excluding any re- 
ference to Keynesian concepts from consideration of Northern problems. 
It is felt that a very short summary of some of the issues that crop up fre- 
quently and that are related to the General Theory is justified in light of 
the importance of the problem. At issue is not so much the General Theory 
as abstract analytical model, but what are commonly referred to as Keyne- 
sian policies. It is also stressed that the argument was developed for pre- 
sentation to an audience of non-economists. 


In the General Theory Keynes recognized as separate types frictional, vo- 
luntary and involuntary unemployment.(4) Of them he only recognized the 
last one as related to the price of wage goods and the current money wage. 
Both frictional and voluntary unemployment were admitted to be compa- 
tible with the classical theory which for Keynes meant specifically the 
Theory of Unemployment of Pigou. According to the two postulates(5) 
upon which in Keynes’ interpretation classical theory is based, frictional 
and voluntary unemployment are quite compatible with full employment 
equilibrium. ‘Leisure’ being considered a product, the magnitude of volun- 
tary unemployment can then be influenced by flexible wages and prices. 


Frictional unemployment could be diminished by improved organization 
and foresight.(6) 


The typically ‘Keynesian’ remedies for involuntary unemployment are in- 
tended to make up for its alleged incompatibility with classical theory and 
its consequent immunity to the classical remedy. But if one looks closely 
at its definition as formulated by Keynes it appears that his assertion that 
this involuntary unemployment exists as a separate category outside the 
subject matter covered by classical economists does not hold. But in that 
case, the major elements of current policies directed at reduction of un- 
employment are based on error and the expenditures and efforts made in 
implementing these policies are misapplied. 


After defining the cause of frictional unemployment within the classical 
framework as inexactness or lag in various adjustments, that is as due to 
minor inaccuracies of congruence between economic reality and incom- 
plete theoretical analysis, Keynes names it as one of two comprehensive 
categories of unemployment, the other being the voluntary type. He then 
goes on to assert that involuntary unemployment forms a third major ca- 
tegory. But if we accept voluntary and involuntary unemployment as ca- 
tegories, then frictional unemployment cannot exist as a third major one.7) 


Keynes’ definition of involuntary unemployment is also open to arguments. 
There is, for instance, the inclusion of the phrase “ .... for the current 
money wage ....” in the definition.(4) Keynes assumes the ‘existing vo- 
lume of employment‘ to be static — but that assumption is tautological if 
the wage rate is held constant and if the demand curve for labour, sloping 
downwards to the right, has no horizontal portion at this wage rate. If men 
did offer their labour in such a situation at a lower rate, volume of employ- 
ment would expand. Any assertion that to refrain from offering his labour 
at a price lower than a current wage rate in order to obtain employment is 
other than a deliberate and voluntary decision made by the individual con- 
cerned, or that any such individual decision does not amount to a free 
choice to join the ranks of the unemployed can only be defended on the 
grounds that there is such a thing as a natural or per se just remuneration 
for any exertion which it is within the rights of an individual to demand. 
Such a notion is derived from medieval ideas on the just price which to- 
gether with the guild system — which was not uninfluenced by such ideas 
— is believed by many to have been for centuries one of the main factors 
behind the economic stagnation of Europe. The meaninglessness of the 
concepts of ‘social justice’ of ‘just distribution’ of worldly goods in a de- 
mocratic society has been well argued by Hayek.(8) The argument that a 
worker has any right to expect a specific standard of living in return for 
his efforts based on his own evaluation rather than that of a free labour 
market, or else to withhold his labour has been dealt with by v.Mises.(9) 
Moreover it appears that applying the overwhelming consensus of ethical 
criteria, market determined values and the distribution they bring about 
do reflect ‘social justice’ in a meaningful way. 


The second point is Keynes’ assertion that (a) it is possible that ‘a small rise 
in the price of wage goods relative to the money wage’ which is nothing but 


a roundabout way of saying ‘a decrease in real wages’ would lead tobotha 
supply of and demand for labour higher than the initial situation and (b) 
that the volume of employment is a fixed quantity that would not be af- 
fected by such a change. These assertions are part of his definition of in- 
voluntary unemployment and are inconsistent with each other. 


We may perhaps speculate a little on some further aspects of the general 
‘Keynesian’ solution to the problem of unemployment. It appears that the 
major purposes of Keynes in presenting his General Theory were to find a 
solution to the unemployment problem during the depression and at the 
same time to further the cause of his own ideals of social justice, which 
were Fabian socialist. Schumpeter, in effect considers the latter to have 
been Keynes’ primary motive.(10) His solution can be summed up in one 
word: ‘inflation’ which certainly was the effect of his policies even if he 
and many of his disciples denied this. This solution — reduction of too high 
real wages — is certainly compatible with classical economics in the tech- 
nical sense. It has though in a wider sense very unclassical implications. 
Keynes granted by implication anyone the right to refuse work if his cur- 
rent money wage is reduced directly. But indirect across the board reduc- 
tion through inflation can only be advocated on two grounds. Either one 
has to assume that it is just to lower everybody’s real wage rate though the 
unemployment situation is likely to have arisen from disproportionately 
high wages. in only one sector of the economy, which if made explicit, 
would not likely be accepted by the public. Or one has to assume that men 
who are unwilling to accept a direct cut can be hoodwinked into accepting 
a hidden one — which as v.Mises pointed out would ‘require an unlikely 
degree of ignorance and stupidity on the part of the wage earners’.(1 1) 


As far as the problem at hand is concerned then, we can forget about the 
Keynesian analysis on the grounds of either relevance or accuracy. We must 
then take the existence of native unemployment in itself as proof that seen 
from the point of labour demand, real wage rates had increased beyond the 
marginal productivity of most types of native labour or, from the point of 
labour supply, that the disutility of labour for the actually unemployed is 
greater than the utility of the difference between the wage rate that can be 
offered for the level of productivity the native possesses and the sum of 
unemployment and other social security benefits, the value of leisure and 
the value of the yields of his traditional activities. This difference can be in- 
creased by raising the minimum wage offered, which would only decrease 
the demand, so the only effective way remains the decrease in the private 
yield to unemployment. 


The next point to be discussed is the origin of the problem of native un- 
employment in the north and the legitimate basis for our concern with the 
natives’ welfare. The origin of the problem and the demand for ‘economic 
development’ of the native sector is the result of contact between groups of 
higher with groups of lower development. The higher level of development 
of the one group — expanding European culture — was the result of the 
logically necessary victory of the principle of profit maximization over all 
other principles of economic order. As this principle now competes with 
the different ones underlying Indian and Eskimo traditional culture, the 


4. 


first prerequisite of economic development if it is desired, is recognition of 
the necessity of adoption of this principle by the lesser developed groups 
with the least amount of resistance. This has been, in different words, very 
well expressed by Colin Clark.(12) 


The basis of any governmental welfare policy is ultimately always the as- 
sumption that for some people the sum of the values of their excessive 
demands may legitimately be larger than zero. But according to modern 
value theory, the sum of the values of excessive damands for all members 
of society must be zero. It can be larger than zero therefore only for some 
members and that only if the sum of the values of excessive supplies of 
others is larger than zero by the same amount — and we do not recognize 
status as a valid principle of distribution. If we stop for a minute to con- 
sider the situation in a two-person economy — an exercise that was carried 
out in some detail by H.A. Harrison(13) — it is apparent that an obligation 
of one party to underwrite the welfare of the other, to consistently restrain 
consumption so that the sum of the values of its excessive supplies over 
time is consistently larger than zero in order for the sum of the values of 
excessive demands of the other party to be able to be consistently larger 
than zero, can only originate either in power over the person of the first 
party by the second party or in a contract between the two. Power over 
the person, however, which is the essential characteristic of status in this 
context, has been ruled out, and a contract of such content is inconsistent 
with the principle of profit maximization. In a free society, within which 
the rules of distribution are consistent with the absence of status as well 
as with the principle of profit maximization, welfare can thus only be based 
upon feelings of moral obligation. As the enforcement of observance of al- 
truistic moral standards by all welfare-providing members of society is a 
logical impossibility, the only acceptable principle of welfare for the satis- 
faction of those whose excessive demands do happen to be consistently 
larger than zero must thus remain private charity. 


What conclusions can we draw regarding policy solutions to the problem of 
northern native unemployment? The Keynesian solution to general unem- 
ployment has been ruled out. Public works will not help either — as has 
been shown, the natives are unable to avail themselves of existing employ- 
ment opportunities. 


We have to start from the basic conclusion that western capitalistic civili- 
zation is objectively superior to the traditional native cultures and value 
systems. The profit maximizer will in the long run always prevail over the 
non-profit maximizer, the native or member of the economically less de- 
veloped society is dependent upon the members of the higher developed 
one. The native has the choice to withdraw or to adopt the western system 
of values. 


As regards positive government action, we may accept Colin Clark’s state- 
ment quoted earlier, with the qualification, that, as evidenced by some 
developments in Near Eastern and Latin American countries, even educa- 
tion can be misdirected in underdeveloped societies by overemphasizing the 
education obtainable in schools. This point has been well put by Yale 


Brozen.(14) Beyond this position government action should be restricted 
to those areas in which it is justified on strategic grounds — that is largely 
to the provision of some transport and communications infrastructure. 


Of particular importance is to retain awareness of two important fallacies, 
underlying much current policy discussion. The first one is the fallacy of 
misplaced concreteness. In this context we can use as its definition the one 
used by Hayek “to treat as facts what are no more than vague popular 
theories.”’ It must be guarded against particularly when terms such as ‘the 
needs of the people,’ ‘the local economy of a tribe or a village’ and ‘poverty’ 
is concerned.(15) The second one is the comprehensive fallacy, to which 
most planners are subject. We hear a lot about planning, it is by many 
writers on the north and by many social scientists when talking about the 
north’s economy seen as the panacea for all problems. About it, Professor 
M. Polanyi said that as in the case of science so in the case of economic 
planning, the comprehensive view is not an essential view but a super- 
ficial and ignorant view. Out of it no policy proposition could come that 
— in nine cases out of ten — would not likely be grossly unprofitable and 
grossly wasteful from the point of view of society as a whole.(16) The 
point is to concentrate on piecemeal instead of comprehensive ‘social en- 
gineering,’ if the term must be used.(17) 


Beyond this, government policy should be restricted largely to negative 
action. That means, first and foremost, assurance of at least no further 
increases in minimum wages to allow employers to utilize the available 
unskilled labour. When this has been fully utilized, entrepreneurs them- 
selves will undertake all necessary training. The adoption by the natives 
of the status symbols of the economically higher developed society should 
be encouraged. This would increase the disutility of unemployment for the 
individual painlessly and effectively. Of other possibilities a sharp reduction 
of present welfare benefits appears impractical for political reasons, and de- 
creasing the relative subjective values of leisure by increasing wage rates 
would be self-defeating. As a corollary, the private use of coercive power 
by small groups of already employed northern residents at higher than mar- 
ket rates, that is the restriction of the labour supply through union closed 
shop, the strike threat, or even the Rand formula, cannot be tolerated. In 
fact, the Northwest Territories could become pioneers in the field of mo- 
dern labour legislation by making the right to break a strike, that is to offer 
one’s labour on one’s own terms, explicit and to protect it rigorously. Again, 
on the positive side, tax incentives, perhaps particularly for the provision of 
company housing for native labour, taxfree periods for new establishments, 
greater than those in the provinces would help. 


Whatever is done, past experience has shown that in the North the danger 
is greater than in other parts of the country that the general principle that 
in a democratic society the role of government should be proscriptive rather 
than prescriptive is lost sight of in the drive for economic development. It 
may be regrettable, that the conclusions reached are not more positive. But 
the point of this somewhat different view of problems of northern develop- 
ment is primarily to suggest some limitations to development policy and by 
reducing expectations of ideal solutions, forestall later disappointments. 
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SOME UNPLANNED CONSEQUENCES OF 
PLANNED CULTURE CHANGE 


Arthur E. Hippler* 


Planned culture change is generally understood to mean those actions 
taken by individuals, governments or private agencies which have as their 
goal specific or very general changes in the way of life of an entire group.(1) 
While logically not limited to situations in which two cultures have come 
into contact, customary usage generally suggests that such planned change 
refers primarily to the contact of “underdeveloped”’ peoples with western 
civilization. 


While it is tempting to avoid a rather complicated discussion of precisely 
what is meant by “underdeveloped,” the actions of Euro-American change 
agents in North Alaska only become intelligible in the context of their 
assumptions about “development,” which in the past (and to some extent 
in the present) were essentially culturally imperialistic. Without attempting 
perjorative comment we might state that this simply means that these early 
contact agents saw their own culture as “better” than native culture and 
set about to change native culture in the direction of Euro-American cul- 
ture. 


Perhaps the very first of these conscious change agents were the religious 
missionaries whose zeal to convert the heathen set a pattern for future 
culture change, and even the processes of change in the area.(2) These 
missionaries carried with them ideas which when spoken aloud, now appear 
to most scholars as absurd. In the social and intellectual context of their 
development, however, they were not, and even now they color much 
popular thought. From the middle until the turn of the 19th century, 
social thought in the United States was dominated by: 


1. Fundamental religious beliefs, and 
2. Social Darwinism 


which, though on the surface seemingly antagonistic, interpenetrated to 
produce a kind of cultural imperialism stated openly as “manifest destiny” 
and in more disguised terms as “‘the white man’s burden.” 


The content of this attitude was roughly as follows: 


The Christian religion (basically Protestant and fundamentalist) was the 
culminative triumph of good over evil. The struggle remained, but God had 
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made clear the road to salvation. It was the duty of all Christians to bring 
His word to those who had not yet been saved, thereby bringing more souls 
into the vineyard of Christ. (Notice the inherent implication of human 
equality of all men before God and the belief that error can be rectified 
leading to salvation.) 


On the other hand, Social Darwinism (or better, Spencerism)(3) suggested 
that evolution was not merely a process of physical adaptation of organisms 
to their environment, but that evolutionary sequences resided within social 
institutions as well. Thus, from the high point of Boston (or London or 
Berlin), one could rank order all other cultures in descending sequences as 
they differed in degree of control of their environment or (more importantly) 
as their institutions differed from those of Euro-America. The more “‘differ- 
ence” there was in institutions — clearly the lower the group stood on the 
scale. More importantly these evolutionary notions were unilinear. That is, 
it was assumed all men had to pass through identical social stages to reach 
European heights. This “proved”’ through a form of circular logic that the 
greater the difference from Euro-American institutions the lower the rank 
of a given people on the evolutionary scale. Implicit in this unilinear evolu- 
tionary scale was the belief that those cultures on “lower rungs’’ represented 
not only earlier cultural sequences but contained individuals at a lower 
level of physical and mental evolution as well. 


Though these two attitudes have dissimilar concepts about the psychic unity 
of man, both stress the absolute superiority of Euro-American culture and 
institutions over all others. An additional but not unimportant factor which 
contributed strongly to the attitudes expressed by most Euro-Americans to- 
ward all aboriginal peoples was the Euro-American denigration of the physi- 
cal body. This attitude came about through the aegis of Pauline Christianity 
and resulted in Euro-Americans relegating physical abilities to a lower 
order of importance in comparison with mental or “spiritual’’ abilities. 
Most “native peoples” anywhere in the world did not share this idiosyn- 
cratic notion, thus making them clearly inferior. (It was of course implicitly 
assumed that cognitive and value differences from the Euro-American great 
tradition were ipso-facto signs of inferiority.) Therefore, superior physical 
capacities could be expected of “natives” anywhere and actually be used to 
prove their inferiority. Add to this remnants of Rosseauian “noble savage” 
sentimentality (which provided another justification for a refusal to treat 
natives as equal adults)(4) and one has a fair description of Euro-American 
popular and scholarly attitudes of the era. 


Missionaries thus came to Alaska to bring the blessings of civilization and to 
convert the natives from their heathenish ways. They came to instill guilt 
over easy sexuality (which was obviously sinful); introduce early toilet 
training, (to instill discipline because they believed that “‘cleanliness is next 
to godliness”), eliminate the barbarous native tongue and religion, and pre- 
pare the natives to be Christian Americans (albeit of a lower order). 
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Many natives, in particular the Northern Eskimos, respecting the admittedly 
superior (in some ways) technology of Euro-Americans, and ready to sub- 
stitute greater certainty in the hereafter for the fearful manipulations of 
the shaman, bought the whole Western cultural package in toto, at least on 
the surface.(5) What the missionaries could not have known then and what 
we know now, is that all aspects of cultures do not change quite so easily. 
For example, native students in the early days of contact who completed 
substantial schooling identified so strongly with whites that they refused to 
hunt (even though few other work opportunities were open to them); thus, 
on the surface they had become culturally “white.” But at the same time, 
child rearing and cosmological concepts remained substantially unchanged 
in many of these same individuals, as did certain basic religious attitudes. 
For instance, native acceptance of Christianity often took the form of 
seeing it as a set of taboos to supplement or replace older ones. 


Missionaries seeing these cultural survivals and not understanding them, 
tended to view such attitudes as “intransigence”’ and thus the work of the 
devil (after all, what person not possessed by the devil would turn down 
Christianity in favor of “‘savagery’’?)(6) preventing them from accomplishing 
their tasks. This acted to confirm the more sophisticated missionaries in 
their belief that this “heathenish backwardness” resulted from true evolu- 
tionary primitiveness and/or a lack of grace. The less sophisticated simply 
saw it as native stupidity, which they must overcome by exposing and 
attacking the life style of the people. This was true cultural imperialism 
and its practitioners self-consciously set out to destroy native culture, which 
they did by overt denigration of all things native.(7) 


Since missionaries were seen as high status people (white) their teachings 
about the evil, stupidity and backwardness inherent in native life, had a 
definite effect on Alaskan natives. Such teachings helped to initiate an 
internalization of self-hate among natives which has had continuing nega- 
tive consequences on native self-perception through the years. But as we 
have noted, this acceptance of white beliefs “took” only partially. 


A kind of dual thought pattern developed in which natives adhered to one 
set of norms openly (the white set) and another (the native set) privately. 
These were essentially irreconcilable and resulted in severe stress because 
of the “cognitive dissonnance’(8) they created.Continuing overt and covert 
white racism, through time to the present, has exacerbated this problem. 
Although the attitudes and official policies of many missionaries, the Bureau 
of Education and Bureau of Indian Affairs personnel, have shifted from 
separatism to integration and from glorification of white culture to 
glorification of native culture and thence to some complex confused 
“middle path” (still paternalistic), each shift has merely superimposed 
itself on past policies and attitudes so that a cultural palimpset has been 
created with the past never truly erased.(9) That is, there has never been a 
clear direction of what to do or why, for, or to, Alaska natives. 
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We stress this point since the severe anti-native bias, complexly combined 
with periods of confused soul-searching by whites in government agencies 
which colored all contact, essentially created a self-hating, insecure and in- 
adequate native population. The result is that, instead of being helped 
toward an independent existence, the Alaskan native population has been 
trained into dependency. 


This then briefly and broadly, is the psycho-social context in which present 
changes are occurring. These early planned-change attempts were successful 
in destroying certain aspects of the older culture. Because of a certain 
naivete about the way in which people change their perceptions and values, 
however, they tended to replace viable cultures with some hybrid mixture, 
lacking however in hybrid vigor and characterized by insecurity on the part 
of many native individuals. These changes helped create a negative self- 
image for natives and provided inadequate and inappropriate experiences 
for successfully adapting to contemporary Western culture. 


This is not to argue that all Alaskan natives were “‘broken” by this process, 
or that internal ego strength was not maintained by many Alaskan natives. 
However, the evidence from the ethnographic record and from social, cul- 
tural, educational and medical research is overwhelming in its agreement 
that the primary result of culture contact to date has been negative for 
Alaskan natives.(10) That is, significant amounts of personal and social patho- 
logy have been created which seem to be directly attributable to the quality 
of these early contacts. 


More recent actions by culture change agents, however, have had a different 
quality. These more recent change agents have been less clear about their 
role as agents of culture change and thus perhaps unconsciously less 
candid about the meaning of their actions. Concerned primarily with health, 
education and jobs — all critical needs of Alaskan natives —(11) they have 
rarely understood or attempted to understand that the values they brought 
to their laudable work determined the manner in which they acted. Further- 
more, they have had great difficulty in understanding that the interpene- 
tration of their values and those of the “‘target”’ peoples inevitably had to 
lead to unforeseen consequences when they did act. Thinking of themselves 
primarily as service groups, change agents such as the Department of De- 
fence, the Bureau of Indian Affairs, and the Public Health Service, without 
considering the full implications of their acts, have continued to act in such 
a manner that their present decisions tend to be based in large part on prob- 
lems which their past decisions have helped create. For example: 


When the Navy began to build installations on the Arctic shore, during and 
after World War II, it humanely hired local help and wisely permitted almost 
complete local autonomy in the villages from which that help was derived, 
i.e. Barrow, Barter Island, etc. This led to a shift in the economy from sub- 
sistency to wage work but this was done in the context of creating free 
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choices. In fact the Navy made a serious attempt to aid local autonomy and 
not interfere with subsistence hunting.(12) It was the Navy’s belief that 
since it would not always be there, the people should not be completely 
trained out of their hunting skills. However, a rapid and significant migra- 
tion pattern began to develop which had dramatic consequences. 


Eskimos from outlying communities began to move to Barrow attracted by 
the wage work available there. This increased the amount of local unem- 
ployment as there was not enough work to go around and had the unfore- 
seen consequence of creating greater economic hardship after the first build- 
ing boom was over than had existed prior to that time. That is, men, brought 
out of subsistence for wage work and attracted by the greater social advan- 
tages of Barrow, would stay even without that work, hoping the work 
would once again reappear. Meanwhile, of course, they were cut off from 
the cash economy which they had begun to depend on. Needs had been 
created which could not be satisfied without cash, but little cash was forth- 
coming. 


The existence of work moreover was something over which they had no real 
control. Following this the U.S.P.H.S. (United States Public Health Service) 
determined to alleviate the high disease and infant mortality rates in the 
area, chose quite reasonably to place a medical facility in Barrow. To this 
end, they started construction April 1, 1964, employing large numbers of 
local people. At almost the same time (May 1, 1964) the B.I.A. (Bureau of 
Indian Affairs), responding to the expanding population, began work on a 
new school in Barrow. Naturally this tremendously expanded construction 
offered boom conditions, high employment in Barrow and attracted even 
more immigrants. Most of the immigrants from surrounding small villages 
stayed on to enjoy the benefits of the school and to a lesser extent the 
hospital. 


The effects were overwhelming. According to the (incomplete) records of 
the magistrate at Barrow, all of the inhabitants of Point Lay, 13 people 
from Anaktuvuk, 8 people from Barter Island, 20—25 people from Wain- 
wright, and 20—30 people from Point Hope have moved into Barrow since 
the beginning of this construction. As these are small communities (150— 
300 people) the impact on them was significant, and since Barrow is not 
ake | ii (1968 estimates 1,800) the impact on Barrow was great as 
well. 


Then came the money drought. By November 24, 1965, the P.H.S. work 
was done; by September of the same year, the B.I.A. work was completed. 
From boom the town went to bust until in 1967, when the Naval Arctic 
Research Lab (June) and the Airport Improvement Project (July) began to 
hire people for construction, again adding once more to the attractiveness 
of Barrow and furthering additional in-migration. Both projects are now 
completed and Barrow’s economic cycle has again hit bottom. 


Lo: 


Meanwhile during this 1964—67 period, the P.H.S. had begun to achieve 
dramatic success in its drive to lower infant mortality, TB and other di- 
seases, as well as reducing the disabilities caused by untreated trauma. The 
result was a population explosion and more pressure on the limited number 
of cash jobs available, and on the P.H.S. and school facilities. These pheno- 
mena, in part a result of “helpful actions” by P.H.S. and others, helped 
exacerbate a rising dissatisfaction with their lot by the natives. 


Beginning to feel themselves second class citizens and emboldened to make 
demands for their “expropriated”’ land, the natives began to organize around 
the “‘native land claims issue.” (Among other things this involves suing the 
U.S. for substantial amounts of the land area of Alaska). Many young na- 
tives were receiving at least some high school education. Some of these were 
beginning to think about the political relationships between whites and 
natives. Most were interested in adopting a “‘white” standard of living but 
also in remaining “‘native”’ if that was possible. But wanting to see them- 
selves as “natives” vis-a-vis whites was no longer simple to do or psychi- 
cally rewarding. A generation which had accepted a fundamentalist Chris- 
tianity had, however, not produced children who adhered very strongly to 
this new religion. The new generation abjuring “‘old stupid Eskimo ways” 
identified this kind of Christianity as equally old and Eskimo. At the same 
time there was among this group also a rebellious rejection of white mores, 
which had already been partially internalized (Parker comments on this 
process at length for Kotzebue).(14) Thus, the only content of pan nativism 
was the land claims and a growing “eskimo power” (or Indian power) atti- 
tude so similar in all its dimensions, though less severe in its implications, 
than “Black Power” in the northern urban ghettos of continental U.S. 


By common Caucasian definitions, the Alaskan native is dumb, friendly 
but backward and ill-fitted for the 20th century though perhaps “smart’’ 
about living off the land. This is an unacceptable self-definition to natives, 
but an inevitable one given the quality of white missionary and school 
teacher contact.(15) Further, identifying openly with the hated (but 
emulated) oppressor is unthinkable. At the same time however there is the 
open desire on the part of many Eskimo girls to marry whites, an attitude 
which degrates native men, and implies that natives despise themselves 
and their ancestry. These are attitudes which are covertly and overtly 
taught by the entire acculturation process. 


Thus there is beginning to develop in northern Alaska a new set of attitudes 
on the part of Alaskan natives. Change in education and access to western 
material and immaterial culture is proceeding rapidly. A complex mixture 
of admiration and despisal for “white ways’ is developing at the same 
time that young natives are striving to develop a meaningful personal 
identity. On the macro level political organization and sensitivity about local 
control over local destiny are appearing. The overall result has been to pro- 
duce a population willing to change, but uncertain how to do so and sus- 
picious of white efforts to aid in this change. 
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In the context of such attitudes and at the same time, the P.H.S., fearful 
of the results of a population explosion which it had inadvertently played 
a part in creating began to introduce birth control to the natives. By 1967, 
in Barrow alone, for example, 180 women of childbearing age had been 
fitted with Intra-Uterine Devices (IUD’s) and many more were using other 
contraceptive methods.(!6) This is a substantial part of the childbearing 
aged female population in Barrow. Often these IUD’s were introduced with- 
out the complete knowledge and understanding consent of husbands, which 
further exacerbated the feeling on the part of the natives that they were 
being manipulated. (All this was done of course with no intention of harm 
on the part of the P.H.S.) 


This issue (birth control) then became covertly explosive. Increasing politi- 
cal awareness on the part of native leaders was finding as one of its expres- 
sions, (at least by some leaders) an antagonism toward P.H.S. birth control 
programs which were seen as “genocidal” and oriented toward the elimina- 
tion of native voters. There is some reason to believe that unconsciously 
perceived attacks on their own masculinity implied in the program have a 
great deal to do with this opposition as well.(17) It is in some ways a minor 
example of an unintended consequence of planned change and may not 
have long-term effects. It is however part of the dreary catalogue of such 
unintended negative results of planned change and is part of a list which 
could be extended indefinitely. 


Thus programs of change, i.e. adding employment, building schools and 
hospitals, have all had widespread and important side effects. In fact, one 
might argue that some of the effects of such changes are more important 
than the planned ones. The introduction of employment in a boom bust 
manner tends to create cyclic dependence upon unemployment insurance. 
Building hospitals and schools makes communities more attractive, thus 
attracting additional immigrants without substantially strengthening the 
economic base. Further, such changes are being introduced into communi- 
ties with severe social and personal pathology resulting from the last 
“round” of planned social changes. 


All of this is done in the name of “‘progress.”” To a remarkable extent, 
basic 19th century attitudes toward progress still characterize servicing 
agencies in this area. Such attitudes also explain why, with few exceptions, 
the local population is seldom brought into the decision making process 
even though such decisions may deeply affect them, or why they are sel- 
dom ever consulted. That such a manipulatory attitude toward people 
itself only continues the patterns of dependency and self-hate as well as 
rebellious antagonism to whites is very strongly indicated by the literature 
on ay change, not only for this area but for the rest of the world as 
well. 


In final analysis, the question boils down to “What is progress for natives?” 
‘Who decides?”” and “How is progress to be implemented?” Even casual 
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thought would seem to indicate that many of the problems which earlier 
programs created could have been alleviated if prior judgments as to the 
realistic results of such programs had been made. Knowledge to make such 
judgments is neither esoteric nor unavailable. Abundant evidence exists of 
the results of similar programs in other areas of the world. 


If such programs, geared entirely to a paternalistic assumption of what is 
““best for natives” without involving local people in relevant decision making 
continue, destructive results are more or less inevitable.(1 9) Some of the pro- 
blems of the past 25 years could not have been avoided by planning because 
they flow from native self-perceptions which were developed through long 
periods of contact with whites; however other problems need never have 
arisen if any foresight had been used at the time. 


If then, such unintended changes flow from poorly planned or thought out 
culture change schemes, the meaning of such planning must be investigated. 
A substantial number of works each year appear on the general problem of 
cultural change. Most are oriented toward how a given aspect of culture 
change (planned or unplanned) came about or was impeded. Such works 
have variously analyzed the culture, social structure and personality of the 
changing groups (usually some “‘native”” community). In the case of planned 
change, many have analyzed the adequacy of the plan, the interaction pat- 
tern between donor and recipient, etc. 


Such investigations have been intellectually useful, and in some cases, prac- 
tically useful as well. However, vast numbers of planned culture change 
programs continue to be undertaken which essentially re-invent the wheel 
each time anew. Perhaps what is critically needed at this time, then, is re- 
search which will indicate the reasons for the apparent intellectual opaque- 
ness of planned culture change agents. It may well be that there is some 
specific character trait associated with culture change programmers, or 
some social structure problem in the dominant culture from which they 
come, which prevents them from seeing the most apparent probable re- 
sults of their actions. 


We are suggesting therefore that a needed dimension of research into cul- 
ture change must hence explore fundamental questions about the culture, 
psychology and social structure of the donor group. In addition to asking 
why some people do not change in this or that aspect of their behavior at 
varying rates of speed, it is apparently equally necessary to ask why change 
agents want them to change — toward what and to what ends. 


It is inevitable that changes which occur as a result of contact between two 
relatively distinct cultural groups have meanings for both the more domi- 
nant and the more subordinate groups. Since it seems clear that some of 
the primary problems in change in Alaska have involved the perceptions of 
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change agents from the dominant culture, understanding the “culture of 
the changers’’ becomes a most critical area of investigation. 


It is highly unlikely however that agencies concerned with change either 
will want, or be able to question the fundamental postulates of their own 
position. No matter what qualifications are appended to the statement, the 
assumptions of the inevitability and general desirability of “‘progress’’ re- 
mains unquestioned in the minds of most “changers.” Moreover the per- 
sonal attitudes of the actors and structural factors in change agencies them- 
selves are seldom open to question, or considered openly as relevant for 
decisions which are made concerning changes for other people. 


Granting this, it then becomes the intellectual responsibility, apart from 
social or moral considerations of the social scientist to concern himself 
with the system within which change decisions are made. As(Glazer and 
Moynihan 1963)(20) have indicated, some of the fundamental postulates 
concerning change in the U.S., which have been instrumental in determi- 
ning policy decisions with respect to the institutionalization of the “melting 
pot” theory of acculturation, have proven at least in the short run to be in 
error. This error has stemmed not only from inadequate understanding of 
the motivations of the “melters.” Such a situation is almost precisely 
parallel in Alaska. Until and unless the dynamics of decision making by the 
dominant group are better understood, that particular intergroup and in- 
terim activity known as culture change will continue to have unplanned 
consequences, many of them disastrous. 
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REGIONAL COMMUNITY PLANNING IN 
SPARSELY POPULATED AREAS* 


John E. Stah/** 


In recent years the Canadian North(1) has been the scene of extensive 
activities aimed at the discovery and development of natural resources. 
Much of this activity has taken place in locations remote from established 
population centers. Additionally, labor requirements have been, and are 
being, satisfied through the importation of labor from locations outside the 
area.(2) The result of this has been an expansion of existing settlements and 
the creation of new settlements to supply the needs of a growing population. 
As more resource sites reach the development and extraction stage, we may 
expect settlement development and growth to accelerate. This paper attempts 
to set forth a tentative decision-making model that will provide guidelines 
for research into problems of community planning in sparsely populated 
areas. It will become quite clear that much of the data necessary to make 
this model operational is either not available, or exists in fragmented form. 
Thus, we are faced with a need for intensive research into this area and a 
model such as this will provide a priority framework for this research. 


For purposes of analysis, I have classified settlements by two broad cate- 
gories with attendant subcategories. First, settlements may be classified as 
to their resource base, i.e. their reason for existence. Three classifications 
seem relevant to the Canadian North, i.e. renewable resource based, non- 
renewable or extractive resource based, and what could be called tertiary 
settlements engaged in service or government activities. These categories are 
not mutually exclusive in every case,.as a settlement may have all three 
elements present as factors in its creation. We can, however, think of them 
as ‘‘ideal types” for analytical purposes. 


Given the community’s resource base, we may then consider the class of 
facility that will be provided. Two factors come to mind immediately, i.e. 
the duration of settlement and the level of services. In combination, these 
factors provide us with a continuum of facility classes ranging from 
“temporary minimum service’ settlements to “‘permanent — full service” 
settlements. In practice, we would have to discard the concept of a conti- 
nuum of facility classes, and deal with discreet service levels for temporary 
or permanent communities. It is evident, that the concepts of minimum and 
full service will take on unique definitions when applied to the Canadian 
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North. Large settlements by northern standards will still be relatively small 
population centers, unable to support many of the services found in 
Southern communities. In addition, the definition of a full service com- 
munity as seen by its inhabitants will undoubtedly be different in the 
North, than in the South. The definitions will reflect the objectives of 
Northern settlers and of the government. Once these objectives are clearly 
stated, service levels may then be defined with some degree of accuracy and 
relevance for the northern situation. 


One of the obvious, but by no means only, problems in settlement planning 
revolves around the development of single enterprise non-renewable resource 
based communities. Assuming that there is an established base community 
within reasonable proximity, the question is whether or not an on-site 
community will be developed; and if one should be established, what class 
of facility should be constructed. For the moment we will ignore the 
temporary — permanent dichotomy and return to this question later, 
placing our emphasis on the class of service only. A number of options may 
be open to the planner in extractive resource development. The following 
are but three of many possibilities: 


1. No settlement other than day shelters and watchman’s facilities are 
provided at the development site. All personnel will be housed in the 
base community and commute daily to the work site. 


2. Dormitory facilities of a minimum nature will be placed on-site, with 
workers and their families provided with housing facilities at the base 
communities. Workers would be transported to the work site, remaining 
there for some reasonable period and then returned to the base 
community. This type of procedure has been employed successfully in 
other areas — the most obvious being the fishing industry, or more to 
the point, the western lumber industry. These examples differ in one 
important way, in that the work site is mobile rather than fixed. The 
principle is however valid in both cases. 


3. Workers and their families will be housed permanently (for the life of 
the development) in an on-site development with the base community 
serving as a source of supply for the on-site community. 


When viewed in this framework, a number of factors become evident plan- 
ning variables.(3) First, we have the costs of the on-site development. As we 
go from solution No. 1 to No. 3, the on-site development becomes more 
costly both in absolute terms and in per worker terms. The facilities en- 
visioned in solution No. 3 will be quite complex in that recreation, medical 
services, some schooling and a host of other needs will have to be met. The 
population on-site will be highest since not only workers but their depen- 
dents and numbers of service personnel will have to be provided for. 


Transportation costs are a crucial factor in the planning procedure. Each 
solution represents a distinct transportation problem, that will have to be 
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solved within the geographic framework of the development. Technology 
becomes extremely important here. Advances in the load capacity of heli- 
copters, VIOL and STOL aircraft may conceivably change the whole 
northern transportation picture in the near future, changing our current 
attitudes in a drastic manner. 


Finally, changes in facilities at the base community will be a direct function 
of the solution chosen for the on-site community. Solutions No. 1 and 
No. 2 will require the greatest expansion in base community facilities. This 
matter must be considered explicitly so as to evaluate the effect of 
economies of scale on our decision. The growth of population centers is 
often seen as a prime example of economies of scale in action.(4) Whether 
or not communities in the North will be able to benefit from economies of 
scale is unclear. There would seem to be no problem of northern communi- 
ties growing to such a size that they would exhaust such economies. On the 
other hand, there may be some critical size below which economies of scale 
are not an important factor.(5) 


The following simple model makes explicit the cost relationships relevant 
to the planning process.(6) This model deals with the most restrictive case, 
i.e. a single satellite site and a single “base,” or established community. The 
general procedure will be to make a comparison of the present value of 
discounted future costs applicable to various plans such as those noted 
above, or others that would be relevant to the given situation. Costs may 
be broken down into three broad categories: (a) satellite community costs, 
(b) transportation costs from base to satellite community, and (c) changes 
in the base community cost. Specifically, the model is as follows: 


1. Satellite community cost: 


n t—1 
TKi = Aj+=> ct CY 
I+r. 


t=1 
where Aj = Capital cost of ith class facility 
Cit = maintenance cost of ith class facility in year t(7) 
r = __ relevant interest rate for discounting 


2. Transportation costs from base to satellite community: 


t—1 
TT; = — £(W3D;,Q,t) Gd 
where Wj = _work force transported 
Dj = _ distance from base to satellite 
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Qi = supplies transported from base to satellite (in- 
cludes such service personnel as are necessary) 
t = index of time (planning horizon) 


The following elasticities are assumed: 


Ep = ] 
Ew = 1 
EQ — i] 


That is to say that cost is a linear function of distance (per mile cost 
is constant). Economies are experienced with other variables, where 
cost increases at a slower rate than does the number of workers or 
volume of supplies. 


3. Change in base community cost associated with the ith class satellite 
development: 


n t-—1 
1 
TKpji = Abi + > Chit Gz) 
t=1 


where the variables are the same as those in equation No. 1 but refer 
to the base community. 


4. Decision variable for the ith class facility: 
Dj = TKj + TTj + TKpj 

5. Additional relations of the model: 
Aj, Api= — f(Pj) 


where Pj = total population associated with the ith class 
facility in either base or satellite community. 


PR = ECW) 


where Wj labor force associated with the ith class facility.(8) 


With the computation of various Dj values, ceteris paribus the lowest Dj 
value will indicate the most efficient settlement procedure. It should be 
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noted that the model as set forth deals with social costs, i.e. the total 
amount of resources expended irrespective of who bears the cost. Another 
approach would be to subtract discounted future user fees from the costs 
incurred. This procedure would fail to consider the overall effect of dif- 
ferent settlement plans, but might be useful as a guide to the level of user 
fees once the most efficient procedure had been determined. In its present 
form, the model could be classified as a cost effectiveness study. 


The model says nothing explicit about whether or not a satellite settlement 
could be considered temporary or permanent. In one sense, all communities 
associated with an extractive or non-renewable resource can be termed 
temporary. However, this does not seem to be a meaningful, or useful, 
definition from a planning standpoint. A more meaningful decision would 
be based upon the expected life of the resource development when com- 
pared with the replacement cycle of facilities. Granted, it is difficult to 
make estimates of the life span of an extractive development. Future un- 
certainties with respect to markets, prices and cost make such a determina- 
tion very imprecise. However, a proper, i.e. conservative, discounting 
procedure should yield an estimate that is reasonable. With regard to the 
replacement cycle of facilities equation No. 1 of the model will yield an 
answer to this question. 


When the value 


= a CL) ~ |S S() “| 


reaches a minimum the facilities may be economically abandoned or re- 
placed.(9) Where the expected life of the resource development is greater 
than or equal to the replacement cycle of settlement facilities, we can con- 
sider the settlement to be permanent. 


Dealing with as simple a situation as it does, the model is unrealistic in that 
any extensive planning scheme would deal with a number of such situations 
simultaneously. To achieve such a result any planning model would be sub- 
stantially more complex than we have shown. More specifically, we would 
be dealing with a spatial equilibrium model that would yield an optimum 
mix of activities (facility class, transportation, etc.) within a defined region. 
The optimum (cost minimizing) mix will be defined subject to restraints 
reflecting physical and policy limits. 


Earlier in the paper, the importance of policy objectives in northern plan- 
ning was mentioned. My comments on this matter are meant to be sugges- 
tive of the general objectives that seem to make sense. It would seem that a 
major objective of policy would be the creation of stable northern com- 
munities providing a maximum of services. Such an objective, albeit almost 
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a truism, would tend to mitigate some of the social problems in the North 
that stem in part from uncertainty with regard to the length of community 
existence. Such an objective would coincide with the desire of resource 
developers in having a stable labor force. Stable full service communities 
could be influential in attracting workers and their families to settle in the 
region on a more or less permanent basis. Benefits of this type of settlement 
would accrue in terms of a lower labor turnover rate and a more balanced 
population with the social stability that would accompany these types of 
population. 


By specifying the costs as we have done, we can provide a guide to sub- 
sidies (which will be present at any rate) by government that will help 
ensure the achievement of broad public goals, e.g. transportation subsidies 
might be made more heavily to solutions No. 1 and No. 2 than to No. 3. 
Construction and/or user fee subsidies might be set in such a way as to 
favor the expansion of base communities rather than satellite communities. 
It is not unreasonable to envision subsidies of the above type being offset 
by savings in other areas as a result of a more concentrated population. 


If this paper has done anything, it is suggestive of policy and research direc- 
tions that would seem to have high payoffs. The paper has concentrated on 
one class of resource-based community, but I think that one may look to an 
approach to other types of community in much the same manner, taking 
into consideration their specific problems. 


Finally, there are implicitly suggested a variety of research topics that need 
to be undertaken in order to improve the policy-making process. 


Some work has been done already along lines reflected in this paper, and 
others are becoming interested in this type of problem.(19) A brief examina- 
tion of the requirements of a model such as this paper presents — when 
compared with the available information — will point to the need for sub- 
stantially increased research activity. Finally, since policy is made con- 
tinuously, and in many cases is irreversible these matters should be attacked 
in the spirit of providing answers to the men who must make these decisions. 
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OBSTACLES TO THE DEVELOPMENT OF 
RATIONAL REGIONAL INVESTMENT CRITERIA 


Dr. K.J. Rea* 


The development of a remote peripheral region rich in known land resour- 
ces depends largely upon the amount of labour and capital which can be 
allocated to the exploitation of these iand resources. If the region is for the 
most part undeveloped it is unlikely that the necessary savings to finance 
such undertakings can be generated locally. Therefore sources external to 
the region must be relied upon and a process of resource transfers among 
regions implemented. 


The spatial allocation of such development funds may be determined within 
the context of two different types of economic-political systems, both of 
which provide us with methods for arriving, in theory if not in practice, at 
“‘correct”’ allocations of all resources in the system among all the alternative 
uses which exist for them. 


The classical free-market economy is, of course, one of these systems: In it, 
a framework of social order is maintained by a government charged with 
the responsibility of guaranteeing certain rights of property and persons. 
Economic decisions, including those which have to do with the allocation 
of capital and other resources to different purposes are then left to indivi- 
duals. A rather elaborate process of interaction among these individual 
decision-makers is then assumed to ensure that the optimum use of the 
total resources of the community will be effected. Although in its usual 
form this theoretical model does not spell out the matter of spatial allo- 
cation, such an extension is implicit in those forms of “regional economics” 
indigenous to North America. The “‘staple theory,” and the more elaborate 
types of “economic base” approaches to regional development, developed 
most notably by Isard in the United States, assume that market price de- 
termination operates to move factors among employments in different 
locations.(1) 


In the simplest statement of such a process, we would say that individual 
business firms would be expected to perceive opportunities for the profi- 
table investment of savings in particular places at particular times — and 
that in acting on these perceptions they would collectively throw up such 
an allocation of these resources among regions as to produce an optimum 
equilibrium situation — i.e. a situation from which any subsequent move- 
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ment of a unit of capital among the possible applications would result in a 
lowering of the total product of the system. 


An attractive feature of this hypothetical system is that, despite its theore- 
tical complexity, no individual decision maker has to look to anything but 
his own direct interest in order to act. No one need understand the system 
as a whole in order to make it work in such a way as to produce ideal solu- 
tions to the overall allocation problems of the community. 


In those countries where this system has been relied upon as a guide to prac- 
tical economic organization it has failed conspicuously to deliver its theo- 
retical potential.(2) Its “failure” in practice has been particularly apparent in 
the matter of development and growth in the economy. At least this is 
where we have apparently found it necessary to substitute non-market for 
market-directed decision making. Thus, both in Canada and the United 
States, we can point to an impressive array of devices intended to induce 
movements of capital among regions in ways other than the market system 
itself would effect. 


Is there a region or political subdivision in North America today to which 
or from which capital is not either being attracted or diverted by means of 
non-market inducements or controls of one kind or another? The question 
is not meant to suggest that such measures are wrong, only that they must 
be the consequences either of some perceived failure of the market mecha- 
nism or of our preference for some other goal than “‘economic efficiency” 
so-defined. 


This is, of course, a contentious matter and I do not propose to be drawn 
into the traditional debate over the merits of the free-market model or even 
of its relevance to our immediate subject, the development of the northern 
latitudes of North America. What must be acknowledged, however, is that 
such a highly decentralized decision-making process seems likely to break 
down in situations marked by unusual uncertainty arising from lack of 
knowledge. Furthermore, in looking at the historical record of development 
in the arctic and sub-arctic regions of this continent, there is some expe- 
rience to suggest that individual business firms may tend consistently to 
under-rate the investment opportunities which exist on such a periphery 
of a more highly developed economic system — especially when important 
side-effects are likely to accompany any act of investment there.(3) This 
possibility has also been considered in considerable detail in the general 
literature on economic development.(4) For these and for other reasons the 
nominally free-market systems have been modified to permit alternative 
arrangements for handling the allocation of resources. And all of these 
modifications involve some degree of collective or public decision-making 
to replace decision-making by private units. To the extent that the moti- 
vation for such innovations in our type of system has been a desire to 
rationalize the functioning of the market, it is appropriate to consider how 
‘‘rational” the alternative approach itself can be. 


a: 


The most direct form of collective decision-making of the kind we are 
interested in here can be implemented simply by “nationalizing’’ the task 
of determining the allocation of capital among the alternative uses com- 
peting for it. This can be done through the direct use of the government’s 
taxing and borrowing powers to finance publicly-sponsored investment pro- 
jects. Alternatively, the appropriated funds can be turned over by the 
government to some agency to which it delegates the task of spending them. 
Whichever of these approaches is used, the advantage of such collective 
decision-making would seem to lie mainly in the breadth and depth of the 
public decision-makers’ outlook. By taking account of the nation-wide 
effects of particular investment decisions, by being able to plan from a 
social point of view, and by being unlimited in respect to the time horizon, 
such agencies might be able to allocate investment funds in a more rational 
way than would be possible if we relied entirely upon small, independent, 
private decision-making units functioning in a less than ideal world of 
limited knowledge and imperfect markets. 


The principal objection to this contention is that common experience 
seems to indicate that these advantages of collective decision-making are 
lost when they are coupled with the system of representative government 
common to the countries which try to operate market-based economies. 
It is a popular view that economic rationality lies beyond the capacities of 
a popularly-elected government. The very devices which would seem to be 
needed to solve the political problem of keeping the government sensitive 
to the wishes of the electorate, it may be argued, guarantee that such a 
government will put political considerations ahead of economic rationality. 
The spatial allocation of public investment funds, for example, is more 
likely to reflect the strength of local voting interests than the claim each 
region can make to having the capacity to utilize such funds in the most 
effective way. 


There are two things to be said about this view: one is that it does indeed 
seem reasonable to assume that such decisions must be political in such a 
system; the second is that there may be ways of so constituting the political 
system that it will in fact make decisions that do meet the test of economic 
rationality. Modern attempts to formulate an economic theory of govern- 
ment(5) combined with the development of an expanded body of economic 
theory which includes the production and distribution of public as well as 
private goods may some day lead to a breakthrough in our understanding 
of the problem of reconciling economic and political rationality in our type 
of system. If, for example, regional development is conceived ‘of as a public 
good(6) which can be supplied by government in response to the demand 
created by the electorate, it may be possible to imagine a system of govern- 
ment (a “‘constitution’”’) which will so respond to wishes of the electorate 
as to maximize the community’s total, overall satisfaction from the chosen 
level and mix of regional development programmes.(7) At the moment, how- 
ever, the economic theory of the public sector is still the subject of scholar- 
ly debate, as are the expanded policy models upon which a new general 
system of analysis might be based. 
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In the absence of any such logical framework, skepticism concerning the 
rationality of direct government participation in economic development has 
led governments to establish various kinds of quasi-governmental agencies 
charged with the task of formulating policy in these sensitive areas. Some 
governments have thus sought to escape the charge of “‘politicking” in such 
matters by shifting responsibility for dealing with them to what are usually 
represented to us as “objective,” “expert,” or specially representative 
bodies. 


This sort of device for taking public decision-making out of the arena of 
politics is, of course, not new, having been extensively developed in Britain, 
for example, in the 19th Century as a means for dealing with new areas of 
public responsibility which seemed to require independent expertise of a 
kind which could not be offered by a department of government. But it is 
since the end of World War II, with the growth of interest in economic de- 
velopment and planning as suitable government responsibilities, that bodies 
explicitly charged with formulating policy, rather than with merely admini- 
strating established policies, have begun to proliferate. And at this moment 
such organizations seem to be regarded as indispensable in the field of re- 
gional development both in Canada and the United States. Thus, the 
Carrothers Commission in Canada, faced with the task of recommending 
“the form of government that seems most appropriate consistent with 
political, economic, and social development’’ for the Canadian Northwest 
Territories, produced a carefully thought out, rather conservative scheme 
which includes in its system of territorial government a “‘Northwest Terri- 
tories Development Board” and a “Northwest Territories Development 
Corporation’”’ to handle the public and private sectors of the territorial 
economy respectively.(8) And similar agencies are found in various regions 
and provinces and states, of course, throughout the continent. 


Leaving aside the questions of political responsibility which this approach 
to the problem of formulating public policy raises, let us consider the 
extent to which such bodies as these are likely to be capable of making 
economically rational decisions concerning the allocation of investment 
funds for development purposes. 


The main hope in this regard would seem to lie in the possibility that they 
can utilize the kind of general criteria for evaluating investment projects 
provided in the formal theoretical models found in the literature on eco- 
nomic development. The conventional criterion used in these models is that 
by which the productive capacity of the economic system is maximized by 
calculating the present value of the output streams of the various prospec- 
tive investment projects and then choosing among them in such a way as to 
obtain the largest possible total returns from the available capital.(9) The 
difficulty, here, however, is that while this kind of calculation may be 
performed at any level — local, regional, or national, it is economically 
meaningful only at the national level. And yet even if a country like Canada 
ever did seriously commit itself to development planning at the national 
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level, it seems unlikely that such a tecnhique could be used to distribute 
development funds within the system as a whole unless fundamental con- 
stitutional changes were also made. 


This is not to say that there is not already, even in this country, a kind of 
regional development programme. There is, but there is no overall develop- 
ment plan according to which regional priorities for the available invest- 
ment funds can be ascertained. Consequently we apparently rely upon 
criteria which are not demonstrably rational in economic terms. Thus the 
government may choose to so allocate development funds as to reduce 
regional per capita income differentials. And this may be done simply by 
using the tax system to transfer capital from the more developed to the 
less developed “regions.” But the ultimate justification for such a policy 
is not self-evident. 


Alternatively the central government may prefer to allocate these funds in 
such a way as to prevent regional per capita incomes from falling below 
existing or otherwise specified levels. Or it may choose simply to allocate 
funds equally among all the regions, or according to their populations.(10) 


It is apparent that the choice of one or another of these criteria would not 
itself be something one could derive from the application of any known 
analytical technique. Such a preference is ultimately based on some judg- 
ment as to what is “just,’’ “expedient,” or intuitively ‘“‘sound.”’ And so we 
come back to the political process by which such judgments come to be 
made in a democratic system. 


If the selection of regional investment criteria is not ultimately a matter of 
rational calculation, but of preferences, (some of which may be conspi- 
cuously subjective or even apparently irrational) we must look to the 
organization of our choice-making institutions rather than to the existing 
techniques for rational analysis to discover the criteria we seek.(11) Whether 
this means, as some seem to believe, that regional planning bodies should be 
made responsible for guiding public opinion as part of the process — that 
is, of helping to establish what its goals should be — is a question loaded 
with such radical political implications as to put it quite beyond the scope 
of this paper. 
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